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Independent Auditor's Report

Board of Trustees

Charter Township of Madison
4008 S. Adrian Highway
Adrian, Michigan 49221

We have audited the accompanying financial statements of the governmental activities, business type activities, each
major fund, and the aggregate remaining fund information of the Charter Township of Madison, Lenawee County,
Michigan as of and for the year ended December 31, 2004, which collectively comprise the Township’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of the Charter Township
of Madison, Lenawee County, Michigan management. Our responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, business type activities, each major fund, and the aggregate remaining fund
information of the Charter Township of Madison, Lenawee County, Michigan as of December 31, 2004, and the
respective changes in financial position for the year then ended, in conformity with accounting principles generally
accepted in the United States of America.

As described in Note 4 the Township has implemented a new financial reporting model, as required by the provisions
of GASB Statement No. 34, Basic Financial Statements - and Management s Discussion and Analysis - for State and
Local Governments, Statement No. 37, Basic Financial Statements - and Management's Discussion and Analysis - for
State and Local Governments: Omnibus, Statement No. 38, Certain Financial Statement Note Disclosures and
Interpretation No. 6, Recognition and Measurement of Certain Liabilities and Expenditures in Governmental Fund
Financial Statements as of January 1, 2004. This results in a change in the format and content of the basic financial
statements.

The management’s discussion and analysis and budgetary comparison information on pages 3 through 10 and 47 through
57, are not a required part of the basic financial statements but are supplementary information required by accounting
principles generally accepted in the United States of America. We have applied certain limited procedures, which
consisted principally of inquires of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion on it.



Board of Trustees
Charter Township of Madison

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
Charter Township of Madison, Lenawee County, Michigan basic financial statements. The combining agency fund
financial statements are presented for purposes of additional analysis and are not a required part of the basic financial
statements. The combining agency fund financial statements have been subjected to the auditing procedures applied in
the audit of the basic financial statements and, in our opinion, are fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

A

January 24, 2005



CHARTER TOWNSHIP OF MADISON

Management’s Discussion and Analysis
Year Ended December 31, 2004

As management of the Charter Township of Madison, Lenawee County, Michigan, we offer readers of the Township’s
financial statements this narrative overview and analysis of the governmental and business-type activities of the Township
for the year ended December 31, 2004. This information should be taken into consideration before reading the
Township’s financial statements, which immediately follow this section. This summary should not be taken as a
replacement for the audit which consist of the financial statements and other supplementary information that presents all
the Township’s revenues and expenditures by program for the General Fund, Special Revenue Funds, Debt Service Fund,
Capital Project Fund, and Enterprise Fund.

The Government Accounting Standards Board (GASB) adopted this report in Statement No. 34 Basic Financial
Statements - and Management’s Discussion and Analysis - for State and Local Governments, issued June, 2000. Because
this was the year of implementation certain comparative information (that is normally required) was not available because
the Township does not have the resources to restate prior year financial statements in order to get the data. GASB
Statement No. 34 permits the omission of comparative information for the first year of adoption of the new reporting
model; accordingly, the Township has elected to exclude the information in this report. Subsequent reports will include
the comparative information.

Financial Highlights

» The assets of the Township exceeded its liabilities at the close of the most recent year by $17,879,974 (net assets).
Of this amount, $1,268,052 (unrestricted net assets) may be used to meet the government’s ongoing obligations to
its’ citizens and creditors.

» The government’s total net assets increased by $2,753,403.

» Atthe close of the year, the Township’s governmental funds reported combined ending fund balances of $1,185,064,
an increase of $390,105 in comparison with the prior year. Approximately 90 percent of this amount, or $1,068,304,
is available for spending at the government’s discretion (unreserved fund balance).

» Atthe end of the year, the unreserved fund balance for the general fund was $482,024 or 48 percent of total general
fund expenditures.

» The Township’s total bonded debt decreased by $494,412 during the year. No new debt was issued.
Overview of the Financial Statements

This report is organized so that the reader can understand the Charter Township of Madison financially as a whole. This
discussion and analysis is intended to serve as an introduction to the Township’s basic financial statements. The
Township’s basic financial statements are comprised of three components: 1) Government-Wide Financial Statements,
2) Fund Financial Statements, and 3) Notes to the Financial Statements. This report also contains Required and Other
Supplementary Information in addition to the basic financial statements themselves.



CHARTER TOWNSHIP OF MADISON

Management’s Discussion and Analysis
Year Ended December 31, 2004

Government-Wide Financial Statements

The Government-Wide Financial Statements (pages 11 through 14), which appear first in the Township’s financial
statements, report information on the Township as a whole and its activities. These statements include all assets and
liabilities, using the accrual basis of accounting, which is similar to the accounting used by most private-sector
companies. This basis of accounting takes into account all of the current year’s revenues and expenses regardless of when
cash is received or paid.

The Statement of Net Assets presents information on all the township’s assets and liabilities, with the difference between
the two reported as net assets. Over time, increases or decreases in net assets may serve as a useful indicator of whether
the financial position of the Township is improving or deteriorating. The Statement of Activities presents information
showing how the government’s net assets changed during the most recent year. All changes in net assets are reported
as soon as the underlying event giving rise the change occurs, regardless of the timing of the related cash flows. Thus
the revenues and expenses are reported in this statement for some items that will only result in cash flows in future
periods (i.e., earned but unused vacation leave). The relationship between revenues and expenses indicates the
Township’s operating results. However, the Township’s goal is to provide services to our residents, not to generate
profits as commercial entities do. One must consider many other non financial factors, such as the quality of the services
provided and the safety of the public to assess the overall health of the Township.

Both of the government-wide statements distinguish functions of the Township that are principally supported by taxes
and intergovernmental revenues from other functions that are intended to recover all or a significant portion of their costs
through user fees and charges. These functions can be divided into two following categories:

» Governmental activities which encompass all the Township’s services, including general government services, public
safety, and public works. Property taxes, state grants, charges for services, and capital contributions finance most
of these activities.

» Business-type activities which include sanitary sewer and water distribution operations.

The government wide financial and fund financial statements include not only the Township itself (known as the primary
government), but also a separate legal entity - the Downtown Development Authority - for which the Township is
financially accountable. Because the DDA is considered part of the Township’s operations, its data are combined with
the primary government as a blended component unit.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated for
specific activities or objectives. Some funds are required to be established by State Law and by bond covenants.
However, the Township establishes most of its funds to control and manage money for particular purposes or to show
that it is properly using revenues. All of the funds of the Township can be divided into three categories: governmental
funds, proprietary funds, and fiduciary funds.

Governmental funds - All of the Townships governmental funds are used to account for the same functions as
governmental activities in the government-wide financial statements. However, unlike the Government-Wide Financial
Statements, Governmental Fund Financial Statements focus on near-term inflows and outflows of spendable resources,
as well as on balances of spendable resources available at the end of the year. They are reported using the modified
accrual method , which measures cash and all other financial assets that can be converted to cash. Governmental fund
information helps you determine whether there are more or fewer financial resources that can be spent in the near future
to finance the Township’s programs.



CHARTER TOWNSHIP OF MADISON

Management’s Discussion and Analysis
Year Ended December 31, 2004

Because the focus of the governmental funds is narrower than that of the Government-Wide Financial Statements, it is
useful to compare the information presented for governmental funds with similar information presented for governmental
activities in the Government-Wide Financial Statements. By doing so, readers may better understand the long-term
impact of the government’s near-term financing decisions. Reconciliations are provided for the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund balances, on pages
17 and 20 respectively, to facilitate this comparison between governmental funds and governmental activities.

The Township maintains six individual governmental funds. Information is presented separately in the governmental fund
balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund balances for the
general, DDA, building department, fire department building and apparatus, Stone Cove Point debt service, and road
construction funds. All of these governmental funds are considered to be and are presented as major funds.

The Township adopts an annual appropriated budget for its general and special revenue funds. Budgetary comparison
statements have been provided herein to demonstrate compliance with those budgets.

The basic governmental fund financial statements can be found on pages 15 through 20 of this report.

Proprietary Fund - The Township maintains a proprietary fund to account for its sanitary sewer and water distribution
operations (Enterprise Fund). Enterprise funds are used to report the same functions presented as business-type activities
in the Government-Wide Financial Statements.

Proprietary funds provide the same type of information as Government-Wide Financial Statements, only in more detail.
The proprietary fund financial statements present information on the Township’s sewer and water operations as one major
fund.

The basic Proprietary Fund Financial Statements can be found on pages 21 through 24 of this report.

Fiduciary Funds - Agency funds are used to account for assets held by the Township as an agent for the collection and
disbursement of property taxes and escrow accounts. Fiduciary funds are not reflected in the government-wide financial
statements because the resources of those funds are not available to support the Township’s own operations. The
accounting used for fiduciary funds is much like that used for proprietary funds.

The only basic fund financial statement required to be reported can be found on page 25 of this report.

Notes to the Financial Statements - The notes provide additional information that is essential to a full understanding
of the data provided in the government-wide and the Fund Financial Statements. The notes to the financial statements
can be found on pages 26 through 46.

Government-Wide Financial Analysis

Recall that the Statement of Net Assets provides a long-term perspective of the Township’s financial position. As
indicated earlier and on Table 1 of the following page assets exceeded liabilities by $17,879,974 at the close of the most
recent year.

By far the largest portion of the Township’s net assets (63.0 percent) reflects its investment in capital assets (e.g., land,
buildings, systems, vehicles, and equipment), less any related debt used to acquire those assets that is still outstanding.
The Township uses these capital assets to provide services to citizens; consequently, these assets are not available for
future spending. Although the Township’s investment in its capital assets is reported net of related debt, it should be
noted that the resources needed to repay this debt must be provided from other sources since capital assets themselves
cannot be used to liquidate these liabilities.



CHARTER TOWNSHIP OF MADISON

Management’s Discussion and Analysis
Year Ended December 31, 2004

As also depicted in Table 1, the Township’s unrestricted net assets totaled $1,268,052. This amount represents the
accumulated results of all past years operations. The unrestricted net asset balance is used for working capital and cash
flow needs as well as to provide for future uncertainties. It means that if we had to pay all of our bills off today, including
all of our noncapital liabilities we could with our current resources. The operating results of the General Fund will have
a significant impact on the change in unrestricted net assets from year to year.

The results of this years’s operations for the Township as a whole are reported in the Statement of Activities (Table 2),
which shows the changes in net assets for the calender year ended December 31, 2004.

Table 1:

Condensed Statement of Net Assets
December 31, 2004

Governmental Business-type

Activities Activities Total
Current assets $1,513,260 $ 1,057,006 $ 2,570,266
Restricted assets - 4,346,111 4,346,111
Capital and other noncurrent assets, net 1,553,138 16,533,420 18,086,558
Total Assets 3,066,398 21,936,537 25,002,935
Current and other liabilities 292,495 568,249 860,744
Long-term liabilities 48.703 6,213,514 6,262,217
Total Liabilities 341,198 6,781,763 7,122,961
Net Assets
Invested in capital assets, net of related debt 1,553,138 9,707,010 11,260,148
Invested in capacity, net of related debt - 46,675 46,675
Restricted for prepaid items 54,328 - 54,328
Restricted for fixed asset replacement 51,269 851,900 903,169
Restricted for debt service and construction 1,491 4,346,111 4,347,602
Unrestricted 1,064,974 203,078 1,268,052
Total Net Assets $2.725.200 $15.154,774 $17.879.974

At the end of the year the Township is able to report positive balances in all three categories of net assets, both for the
government as a whole, as well as for its separate governmental and business-type activities.

The government’s net assets increased by $2,753,403 during the calender year ended. This increase is primarily
attributable to a settlement reached with the State of Michigan regarding its connection to the Central Lenawee County
Sewage Disposal System. The Township recognized connection fees in the amount of $2,700,000 to be collected through
a special assessment.

Asindicated in Table 2, the cost of all governmental activities this year was $1.348 million. Ofthis amount $0.26 million
was subsidized with revenue generated from charges for services with the remaining costs financed with general revenues.



CHARTER TOWNSHIP OF MADISON

Management’s Discussion and Analysis
Year Ended December 31, 2004

The Township experienced an increase in net assets of governmental activities of $430,117. However, a significant
amount from the DDA fund to be paid to Madison Schools has not yet been determined. This factor will have a
significant negative impact on the increase in net assets for governmental activities.

Table 2:
Changes in Net Assets
Year Ended December 31, 2004
Governmental  Business-type
Activities Activities Total
Revenues
Program revenues:
Charges for services $ 260,848 $ 864,202 $1,125,050
Operating grants and contribution - 2,830,275 2,830,275
260,848 3,694,477 3,955,325
General revenues:
Property taxes 1,174,087 - 1,174,087
State grants (revenue sharing) 505,614 - 505,614
Other 34,268 137,721 171,989
1,713,969 137,721 1,851,690
Total Revenues 1,974,817 3,832,198 5,807,015
Functions/Program Expenses
Legislative 26,880 - 26,880
General government 136,642 - 136,642
Public safety 791,837 - 791,837
Public works 50,572 - 50,572
Other functions 130,768 - 130,768
Capital improvements 159,552 - 159,552
Insurance 49,303 - 49,303
Interest on long-term debt 2,342 - 2,342
Water department - 574,714 574,714
Sewer department - 1,131,002 1,131,002
Total Expenses 1,347,896 1,705,716 3,053,612
Increase in Net Assets Before Transfers 626,921 2,126,482 2,753,403
Transfers (196,804) 196,804 -
Increase in Net Assets $_ 430,117 $2.323.286 $2.753.403



CHARTER TOWNSHIP OF MADISON

Management’s Discussion and Analysis
Year Ended December 31, 2004

Fund Financial Analysis

As noted earlier, the Township uses funds to help control and manage money for specific purposes. Looking at funds
helps the reader consider whether the Charter Township of Madison is being held accountable for resources taxpayers
and others provide to it and may give more insight into the Township’s overall financial health.

As the Township completed this year, governmental funds reported a combined balance of $1.185 million, which is an
increase of $390,105 from last year. The changes by fund, of which all were considered major funds, are as follows:

Special Debt Capital
General Revenue Retirement Projects
Fund Funds Funds Funds Total
Fund balances —
Beginning of year $662,271 $122,746 $12,838 $(2,896) $ 794,959
Increase (decrease) (125,919) 463,534 (1,675) 54,165 390,105
Fund balances —
End of year $536,352 $586,280 $11.163 $51,269 $1,185,064

The Township’s General Fund balance decrease is due to many factors. The tables that follow assist in illustrating the
financial activities of the General Fund.

December 31, December 31, Percent
Revenues 2004 2003 Change
Property taxes $161,734 $144,367 12.03%
Licenses and permits 1,810 6,306 (71.30)
State revenue sharing 492,636 533,760 (7.70)
Charges for services 28,754 22,748 26.40
Interest and rentals 12,015 12,612 (4.73)
Ambulance 147,692 280,417 (47.33)
Other 23,803 33,241 (28.39)

Total Revenues $868.444 $1,033.451 15.97%




CHARTER TOWNSHIP OF MADISON

Management’s Discussion and Analysis
Year Ended December 31, 2004

Fund Financial Analysis - Concluded

December 31, December 31, Percent
Expenditures 2004 2003 Change
Legislative $ 26,880 $ 225,786 (88.09)%
General government 136,642 144,960 (5.74)
Public safety 679,217 708,260 (4.10)
Public works 50,572 48,309 4.68
Other functions 61,300 60,600 1.16
Insurance 49,303 38,662 _27.52
Total Expenditures $1,003.914 $1,226.577 (18.15)%

General Fund Budgetary Highlights

The Uniform Budget Act of the State of Michigan requires the Charter Township Board to adopt the original budget prior
to January 1, the start of the fiscal year. Over the course of the year the Township reviewed its budget but did not amend
or revise it for any unexpected changes in revenues or expenditures. State law requires that the budget be amended to
ensure that the expenditures do not exceed appropriations. A schedule illustrating the Township’s original and final
budget amounts compared with amounts actually paid and received is provided in the required supplementary information
of these statements. As already mentioned, there were no revisions to the budget during the year.

Long-term Contract, Capital Assets and Debt Administration

As of December 31, 2004, the Township had $3.5 million invested in a long term contract with Lenawee County and
$14.6 million invested in a broad range of capital assets, including, land, building and improvements, machinery and
equipment, vehicles, and water and sewer systems. During the year the construction in progress (consisting of $2.6
million in sewer plant construction) which had been recorded in capital assets was reclassified to show as prepaid
capacity contract under noncurrent assets in the statement of net assets. Other additions which totaled $221,849 included
a new ambulance, breathing equipment, and new water and sewer lines. No new debt was issued for these additions.
Depreciation this year totaled $118,121 for governmental activities and $427,044 for business-type activities. Details
regarding capital assets is included in Note 8 to the financial statements.

Debt

At December 31, 2004, the Township’s debt consisted mainly of contracts and general obligation for water and sewage
disposal system construction. Total debt outstanding was $6,839,782 as of December 31, 2004. The repayment of debt
will be financed partially by special assessments administered through the Township’s Tax Collection Agency Fund
which collects special assessments for the Township’s Enterprise Fund. A detailed summary of changes in long-term
debt is located in Note 9 to the financial statements.



CHARTER TOWNSHIP OF MADISON

Management’s Discussion and Analysis
Year Ended December 31, 2004

Development of the 2005 Fiscal Year Budget

Our elected officials considered many factors when setting the Township’s 2005 fiscal year budget. Based primarily on
the last fiscal year’s spending patterns, thought is also given to factors affecting the budget, like decreased revenue
sharing from the state, since it accounts for over half of our General Fund revenues. The Township has taken several
measures to help control the rising costs of governmental services. The Township reviewed and obtained lower insurance
rates for its fleet of vehicles currently in use, controlling the rising cost of liability insurance. We will continue to watch
our budget closely as we continue to upgrade our public safety programs and roads using money received from property
taxes. To offset the ever increasing costs of the operation of the public safety divisions, adjustments have been made in
the charges for ambulance services, both for services within the Township and services to the surrounding units of
government.

Economic Factors

During 2004, the Township established a bank account and designated it the Central Sewer Bank account. It designated
this account for all collections from sewer assessments and connection fees, earmarking them to reduce long-term debt.
As the Township continues to undergo new development it will collect water and sewer connection fees to be applied
against its outstanding debt in the water and sewer fund. During the fiscal year 2005, two large road projects have been
approved and the contracts signed for the same. Also the extension of sewer service to the western part of the Township
is expected to be under construction by the fall of 2005. Also a sewer rehabilitation project on the main discharge line
is scheduled for 2005. Estimated costs of sewer work $1,200,000. Road projects estimated at $250,000. The Township
is also undergoing a rate study to provide a more fair and uniform rate structure for it’s water and sewer customers. The
rate study contracted with Progressive should be ready for the board to review by sometime in the summer of 2005.

Contacting the Charter Township of Madison
This financial report is designed to provide the Township’s citizens, taxpayers, customers, investors, and creditors with
a general overview of the Townships finances to demonstrate its accountability for the money it receives. If you have

any questions about this report or any of its information, contact the Charter Township of Madison Clerk, 4008 South
Adrian Highway, Adrian, M1 49221. Our phone number is 517-263-9313.
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ASSETS
Current assets
Cash and money management accounts
Certificates of deposit
Investments
Receivables:

Accounts

Special Assessments
Interest receivable
Due from other governments
Prepaid expenses

Total Current Assets

Restricted assets

Cash and money management accounts
Cash with fiscal agent

Bond financing costs

Special assessments receivable

Total Restricted Assets
Noncurrent assets
Prepaid capacity contract (net)
Capital assets:
Nondepreciated
Depreciated (net)

Total Non Current Assets

Total Net Assets

CHARTER TOWNSHIP OF MADISON

Statement of Net Assets
December 31, 2004

Primary Government

Governmental Business-Type

Activities Activities Total
$784,218 $164,676 $948,894
261,167 733,676 994,843
123,004 0 123,004
61,233 155,910 217,143
45,365 0 45,365
2,294 2,744 5,038
181,651 0 181,651
54,328 0 54,328
1,513,260 1,057,006 2,570,266
0 153,385 153,385
0 1,235 1,235
0 29,447 29,447
0 4,162,044 4,162,044
0 4,346,111 4,346,111
0 3,504,285 3,504,285
237,401 510 237,911
1,315,737 13,028,625 14,344,362
1,553,138 16,533,420 18,086,558
$3,066,398 $21,936,537 $25,002,935

See accompanying notes to the basic financial statements

11



Primary Government

Governmental Business-Type
Activities Activities Total
LIABILITIES
Current liabilities
Accounts payable $52,040 $33,913 $85,953
Accrued wages 33,587 2,665 36,252
Other liabilities 12,161 2,065 14,226
Accrued compensated absences 3,330 0 3,330
Accrued interest 0 60,714 60,714
Internal balances 98,327 (98,327) 0
Deferred revenue 77,016 0 77,016
Due to other governments 12,565 998 13,563
Current portion of long-term debt
net of related discount 3,469 566,221 569,690
Total Current Liabilities 292,495 568,249 860,744
Noncurrent liabilities
Bonds and notes payable(net of related discount) 48,703 6,213,514 6,262,217
Total Liabilities 341,198 6,781,763 7,122,961
NET ASSETS
Invested in capital assets
net of related debt 1,553,138 9,707,010 11,260,148
Invested in capacity
net of related debt 0 46,675 46,675
Restricted for:
Prepaid items 54,328 0 54,328
Fixed asset replacement 51,269 851,900 903,169
Debt service and construction 1,491 4,346,111 4,347,602
Unrestricted 1,064,974 203,078 1,268,052
Total Net Assets 2,725,200 15,154,774 17,879,974
Total Liabilities and Net Assets $3,066,398 $21,936,537 $25,002,935
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CHARTER TOWNSHIP OF MADISON

Statement of Activities

Year Ended December 31, 2004

Program Revenues

Operating Capital
Charges for Grants and Grants and
Functions / Programs Expenses Services Contributions Contributions
Primary Government
Governmental Activities:
Legislative $26,880 $0 $0 $0
General government 136,642 0 0 0
Public safety 791,837 241,855 0 0
Public works 50,572 18,994 0 0
Other functions 130,768 0 0 0
Capital improvements 159,553 0 0 0
Insurance 49,303 0 0 0
Interest on long-term debt 2,341 0 0 0
Total Governmental Activities 1,347,896 260,849 0 0
Business-Type Activities:
Water Department 574,714 265,766 59,598 0
Sewage Department 1,131,002 598,436 2,770,677 0
Total Business-Type Activities 1,705,716 864,202 2,830,275 0
Total Primary Government $3,053,612 $1,125,051 $2,830,275 $0

General revenues:
Taxes
Property taxes
Grants and contributions not restricted:
Revenue sharing
Interest
Gain (Loss) on the sale of assets
Transfers

Total General Revenues and Transfers
Change in net assets
Net Assets, January 1, 2004

Net Assets, December 31, 2004

See accompanying notes to the basic financial statements
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Net (Expense) Revenue and
Changes in Net Assets

Primary Government

Governmental Business-type
Activities Activities Total

($26,880) $0 ($26,880)
(136,642) 0 ($136,642)
(549,982) 0 ($549,982)
(31,578) 0 ($31,578)
(130,768) 0 ($130,768)
(159,553) 0 ($159,553)
(49,303) 0 ($49,303)
(2,341) 0 ($2,341)
(1,087,047) 0 (1,087,047)
0 (249,350) (249,350)

0 2,238,111 2,238,111

0 1,988,761 1,988,761
($1,087,047) $1,988,761 $901,714
$1,174,087 $0 $1,174,087
505,614 0 505,614
24,716 137,721 162,437
9,551 0 9,551
(196,804) 196,804 0
1,517,164 334,525 1,851,689
430,117 2,323,286 2,753,403
2,295,083 12,831,488 15,126,571
$2,725,200 $15,154,774 $17,879,974
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CHARTER TOWNSHIP OF MADISON

Governmental Funds
Balance Sheet

December 31, 2004

Downtown Building
General Development Department
Fund Authority Fund
Assets
Cash and money management
accounts $62,079 $499,874 $28,895
Certificates of deposit 50,000 211,167 0
Investments 123,004 0 0
Receivables:
Accounts, net 61,233 0 0
Special assessments 0 0 0
Interest receivable 437 1,857 0
Due from other funds 108,056 0 0
Due from other governments 181,651 0 0
Prepaid expenses 54,328 0 0
Total Assets $640,788 $712,898 $28,895
Liabilities
Accounts payable/retainage $22,012 $0 $4,120
Accrued wages 33,587 0 0
Due to other funds 0 200,000 6,383
Due to other governments 12,565 0 0
Other liabilities 12,161 0 0
Deferred revenues 24,111 0 0
Total Liabilities 104,436 200,000 10,503
Fund Balance
Reserved for capital improvements 0 0 0
Reserved for prepaid items 54,328 0 0
Reserved for debt service 0 0 0
Unreserved 482,024 512,898 18,392
Total Fund Balances 536,352 512,898 18,392
Total Liabilities and Fund Balances $640,788 $712,898 $28,895

See accompanying notes to the basic financial statements
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Fire Building Stone Cove Pt Road Total
And Apparatus Debt Service Construction Governmental
Fund Fund Fund Funds
$104,797 $8,447 $80,126 $784,218
0 0 0 261,167
0 0 0 123,004
0 0 0 61,233
0 45,365 0 45,365
0 0 0 2,294
0 0 0 108,056
0 0 0 181,651
0 0 0 54,328
$104,797 $53,812 $80,126 $1,621,316
$25,759 $149 $0 $52,040
0 0 0 33,587
0 0 0 206,383
0 0 0 12,565
0 0 0 12,161
24,048 42,500 28,857 119,516
49,807 42,649 28,857 436,252
0 0 51,269 51,269
0 0 0 54,328
0 11,163 0 11,163
54,990 0 0 1,068,304
54,990 11,163 51,269 1,185,064
$104,797 $53,812 $80,126 $1,621,316
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CHARTER TOWNSHIP OF MADISON

Reconciliation of the Balance Sheet of Governmental
Funds to the Statement of Net Assets

December 31, 2004

Total Fund Balances - Governmental Funds

Amounts reported for governmental activities in the statement of net
assets are different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the governmental funds.

Governmental noncurrent assets
Less accumulated depreciation

Deferred Revenue is recognized as special assessments revenue
on a modified accrual basis as money is collected in the governmental
funds. However in the statement of net assets it is recognized as
revenue in the year earned or when the special assessment project
was completed.

Long-term liabilities including accrued compensated absences and
long-term general obligations are not due and payable in the
current year and therefore are not reported in the
governmental funds.

Compensated absences
General obligations

Total Net Assets - Governmental Activities

See accompanying notes to the basic financial statements
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$1,185,064
$2,493,989
(940,851) 1,553,138
42,500
(3,330)
(52,172) (55,502)
$2,725,200



CHARTER TOWNSHIP OF MADISON

Statement of Revenues, Expenditures and Changes in Fund Balances

Revenues:

Taxes

Special assessments
Licenses and permits
State revenue sharing
Charges for services
Fines and forfeits
Interest and rentals
Ambulance services
Other revenues

Total Revenues

Expenditures:
Legislative

General government
Public safety

Public works

Other Functions
Capital outlay
Insurance

Debt service

Total Expenditures

Excess (Deficiency) of
Revenues over Expenditures

Other Financing Sources (Uses):
Sale of assets
Operating transfers (out)

Total Other Financing Sources (Uses)

Excess (Deficiency) of Revenues and Other
Sources over Expenditures and Other Uses

Fund Balances - Beginning of Year

Fund Balances - End of Year

Governmental Funds

December 31, 2004

Downtown Building
General Development Department
Fund Authority Fund
$168,053 $646,945 $0
0 0 0
1,810 0 58,790
492,636 0 0
28,754 0 0
4,809 0 0
10,361 9,848 104
147,692 0 0
14,329 0 0
868,444 656,793 58,894
26,880 0 0
136,642 0 0
679,217 0 62,992
50,572 0 0
61,300 975 0
0 0 0
49,303 0 0
0 0 0
1,003,914 975 62,992
(135,470) 655,818 (4,098)
9,551 0 0
0 (196,804) 0
9,551 (196,804) 0
(125,919) 459,014 (4,098)
662,271 53,884 22,490
$536,352 $512,898 $18,392

See accompanying notes to the basic financial statements
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Fire Building Stone Cove Pt Road Total
And Apparatus Debt Service Construction Governmental
Fund Fund Fund Funds
$166,095 $0 $199,314 $1,180,407
0 1,744 0 1,744
0 0 3,413 64,013
9,565 0 0 502,201
0 0 0 28,754
0 0 0 4,809
217 2,211 320 23,061
0 0 0 147,692
0 0 0 14,329
175,877 3,955 203,047 1,967,010
0 0 0 26,880
0 0 0 136,642
0 0 0 742,209
0 0 4,227 54,799
0 0 0 62,275
167,259 0 144,655 311,914
0 0 0 49,303
0 5,630 0 5,630
167,259 5,630 148,882 1,389,652
8,618 (1,675) 54,165 577,358
0 0 0 9,551
0 0 0 (196,804)
0 0 0 (196,804)
8,618 (1,675) 54,165 390,105
46,372 12,838 (2,896) 794,959
$54,990 $11,163 $51,269 $1,185,064




CHARTER TOWNSHIP OF MADISON

Reconciliation of the Statement of Revenues, Expenditures, and
Changes in Fund Balances of Governmental Funds to the Statement of Activities

December 31, 2004
Net Change in Fund Balances - Total Governmental Funds $390,105

Amounts reported for governmental activities in the Statement of Net Assets are
different because:

Governmental funds report capital outlays as expenditures. However, in the
Statement of Activities, the cost of those assets is depreciated over their
estimated useful lives:

Expenditures for capital assets $156,588
Less current year depreciation (118,121) 38,467

Deferred revenue is recognized as revenue in the governmental funds as cash is

received on a modified accrual basis. However, under the full accrual basis

of accounting, special assessment revenue is recognized in the year earned. (1,744)
Repayment of bond principal is an expenditure in the governmental funds,

but the repayment of bonds reduces long-term liabilities in the Statement
of Net Assets. 3,289

Change in Net Assets of Governmental Activities $430,117

See accompanying notes to the basic financial statements
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CHARTER TOWNSHIP OF MADISON

Statement of Net Assets
Proprietary Fund
December 31, 2004

Business-type

Activities
Enterprise
Fund
Assets
Current Assets:
Cash and money management accounts $164,676
Certificates of deposit 733,676
Accounts receivable 155,910
Interest receivable 2,744
Due from other funds 200,000
Total Current Assets 1,257,006
Restricted Assets:
Construction:
Cash 2,905
Cash with fiscal agent 1,235
Debt retirement:
Cash 150,480
Bond financing costs(net of amortization) 29,447
Special assessments receivable 4,162,044
Total Restricted Assets 4,346,111
Noncurrent Assets:
Intangible Assets:
Lenawee County Sewage Disposal System capacity contract 3,533,733
Less: accumulated amortization 29,448
Total Intangible Assets 3,504,285
Capital Assets 19,619,760
Less: allowance for depreciation 6,590,625
Total Capital Assets 13,029,135
Total Noncurrent Assets 16,533,420
Total Assets $22,136,537

See accompanying notes to the basic financial statements
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Liabilities
Current Liabilities (payable from current assets):
Accounts payable
Deposit payable
Accrued payroll
Accrued interest
Due to other governments
Due to other funds

Total Current Liabilities

Current Liabilities (payable from restricted assets):
Bonds payable - water
Contract payable - water
Contract payable - water
Contract payable - sewer

Total Current Liabilities (payable from restricted assets)

Noncurrent Liabilities (net of current portion):
Bonds payable - water
Contract payable - water(net of $7,875 discount)
Contract payable - water
Contract payable - sewer

Total Noncurrent Liabilities (net of current portion)
Total Liabilities

Net Assets
Invested in capital assets(net of related debt)
Invested in sewer capacity(net of related debt)
Restricted:
Construction
Debt Service
Sewer system replacement
Unrestricted

Total Net Assets

Total Liabilities and Net Assets

22

Business-type
Activities

Enterprise
Fund

$33,913
2,065
2,665
60,714
998
101,673

202,028

45,000
195,000
190,000
136,221

566,221

300,000
312,125
2,280,000
3,321,389

6,213,514

6,981,763

9,707,010
46,675

4,140
4,341,971
851,900
203,078

15,154,774

$22,136,537




CHARTER TOWNSHIP OF MADISON

Statement of Revenues, Expenses and Changes in Net Assets

Proprietary Funds
Year Ended December 31, 2004

Business-type Activities - Enterprise Funds

Water Sewer
Department Department Total
Operating Revenues:
Charges for services $259,023 $593,296 $852,319
Other revenue 6,743 5,140 11,883
Total Operating Revenues 265,766 598,436 864,202
Operating Expenses:
Wages 51,488 51,488 102,976
Employee benefits 23,337 23,337 46,674
Transmission and distribution 45,690 505,693 551,383
Office expense 17,712 4771 22,483
Professional fees 8,038 34,323 42,361
Insurance 5,838 5,838 11,676
Utilities 13,445 14,494 27,939
Vehicle expense 1,797 2,334 4131
Miscellaneous 2,234 382 2,616
Depreciation 197,976 229,068 427,044
Amortization 15,712 29,448 45,160
Total Operating Expenses 383,267 901,176 1,284,443
Net Operating Income (Loss) (117,501) (302,740) (420,241)
Non-Operating Revenues (Expenses):
Interest income 77,246 60,475 137,721
Interest and fiscal charges (191,447) (229,826) (421,273)
Total Non-Operating Revenues (Expenses) (114,201) (169,351) (283,552)
Income (loss) before contributions and transfers (231,702) (472,091) (703,793)
Capital contributions 59,598 2,770,677 2,830,275
Transfers from other funds 196,804 0 196,804
Change in Net Assets 24,700 2,298,586 2,323,286
Net Assets, Beginning of year, as restated 5,399,037 7,432,451 12,831,488
Net Assets, End of year $5,423,737 $9,731,037 $15,154,774

See accompanying notes to the basic financial statements

23



CHARTER TOWNSHIP OF MADISON

Statement of Cash Flows
Proprietary Funds

Year Ended December 31, 2004

Business-type

Activities
Enterprise
Fund
Cash Flows From Operating Activities
Cash received from customers $857,547
Cash paid to suppliers (723,739)
Cash paid to employees (107,314)
Water and sewer fund expenses paid by the General fund 30,244
Net cash provided by operating activities 56,738
Cash Flows From Noncapital Financing Activities
Transfers from other funds 196,804
Cash Flows From Capital and Related Financing Activities
Construction and acquisition of capital assets (65,261)
Connection fees and special assessments collected 251,066
Payments for Lenawee sewage disposal system capacity contract (916,527)
Principal payments on contracts and bonds payable (491,123)
Interest payments on long term debt (360,559)
Net cash provided (used) by capital and related financing activities (1,582,404)
Cash Flows From Investing Activities
Interest income 137,721
Net increase in cash and cash equivalents (1,191,141)
Cash and cash equivalents at beginning of year 2,244,113
Cash and cash equivalents at end of year $1,052,972
Reconciliation of Operating Income to Net Cash Provided
by Operating Activities
Operating income ($420,241)
Adjustments to reconcile operating income to net cash provided
(used) by operating activities:
Depreciation expense 427,044
Amortization 45,160
Changes in assets and liabilities:
Receivables - net of allowances (6,655)
Accounts payable (15,474)
Accrued payroll (4,338)
Due to other governments 998
Due to other funds 30,244
Net cash provided by operating activities $56,738

See accompanying notes to the basic financial statements
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CHARTER TOWNSHIP OF MADISON

Statement of Assets and Liabilities
Agency Funds
December 31, 2004

Total
Agency
Funds
ASSETS
Cash in bank $827,576
Due from other funds 1,975,371
Total Assets $2,802,947
LIABILITIES
Performance bond payable $31,517
Due to taxing units 2,771,430
Total Liabilities $2,802,947

See accompanying notes to the basic financial statements
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Note 1

CHARTER TOWNSHIP OF MADISON

Notes to Financial Statements
Year Ended December 31, 2004

Description of the Township and Reporting Entity

Note 2

The Township operates under a locally elected seven member Board form of government. The Township
provides the following services: public safety(fire protection, police, and ambulance service), road
construction, cemetery care, public improvements, planning and zoning, construction code inspections, water
and sewer, and general administrative services.

Reporting Entity

In accordance with Governmental Accounting Standards Board (GASB) Statement No. 14 “The Financial
Reporting Entity,” these financial statements present the Charter Township of Madison (the primary
government). The criteria established by the GASB for determining the reporting entity includes fiscal
dependency and whether the financial statements would be misleading if the data were not included.

Blended Component Unit

Downtown Development Authority

The Downtown Development Authority (DDA) is a legally separate entity created by the Township for the
purpose of financing the construction of a municipal water system within the DDA district. Because the
DDA is considered part of the government operations its data is combined with the data of the primary
government.

Summary of Significant Accounting Policies

The financial statements of the Charter Township of Madison have been prepared in conformity with
generally accepted accounting principles (GAAP) as applied to governmental units. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles. The Township also applies Financial Accounting Standards
Board (FASB) statements and interpretations issued on or before November 30, 1989, to its governmental
activities provided they do not conflict with or contradict GASB pronouncements. The following are more
significant of the Township’s accounting policies.

A. Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of activities)
report information on all of the nonfiduciary activities of the primary government. As a general rule, the
effect of inter-fund activity has been removed from these statements. Governmental activities which
normally are supported by general government revenues (i.e., property taxes, revenue sharing, fines,
permits, and charges) and intergovernmental revenues are reported separately from business-type
activities which rely, to a significant extent, on fees and charges for support. The statement of activities
demonstrates the degree to which the direct expenses of a given function or segment are offset by the
related program revenues, operating and capital grants. Direct expenses are those that are clearly
identifiable with a specific function or business-type activity. Program revenues must be directly
associated with the function or business- type activity. Program revenues include 1) fines and forfeitures,
licenses and permits fees, special assessments, and charges for services and 2) grants and contributions
that are restricted to meeting the operational or capital requirements of a particular function.

Separate financial statements are provided for governmental funds and proprietary funds. Major
governmental funds are reported as separate columns in the fund financial statements.
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Note 2

CHARTER TOWNSHIP OF MADISON

Notes to Financial Statements
Year Ended December 31, 2004

Summary of Significant Accounting Policies (Continued)

B. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements (statement of net assets and statement of activities) are
reported using the economic resources measurement focus and the accrual basis of accounting, as are the
proprietary fund statements. Revenues are recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of related cash flows. Property taxes are recognized as
revenue in the year for which they are levied. Grants and similar items are recognized as revenue as soon
as all the eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement

focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
government considers revenues to be available if they are collected within 60 days of the end of the
current fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, expenditures related to claims and judgements, are recorded only when payment
is due.

On the governmental funds statements, charges for services and interest associated with the current
fiscal period are all considered to be susceptible to accrual and so have been recognized as revenues of
the current fiscal period. All other revenue items are considered to be measurable and available only
when cash is received by the Township.

The basic financial statements include both government-wide (based in the Township as a whole) and
fund financial statements. While the previous model emphasized fund types (the total of all funds of a
particular type), in the new reporting model the focus is on either the Township as a whole or major
individual funds (within the individual fund financial statements). Both the government-wide and fund
financial statements categorize activities as either governmental or business-type activities.

In the Government-Wide Statement of Net Assets, both the governmental and business-type activities
columns (a) are presented on a consolidated basis by column, and (b) are reflected, on a full accrual,
economic resource basis, which incorporates long-term assets and receivables as well as long-term debt
and obligations.

The Township has elected to treat all of its funds as major funds and accordingly, reports them all in the
fund financial statements.

The Township reports the following major governmental funds:

General Fund
The General Fund is the primary operating fund of the Township. It is used to account for all financial
resources except those required to be accounted for in another fund.

Downtown Development Authority

The Downtown Development Authority is used to account for tax increment financing revenues
designated for the planned and orderly revitalization of the Township’s downtown business district.
Because the activity of the fund is an integral part of the Township’s operations it is not separately
reported as a component unit but with the activities of the primary government.
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Note 2

CHARTER TOWNSHIP OF MADISON

Notes to Financial Statements
Year Ended December 31, 2004

Summary of Significant Accounting Policies (Continued)

B. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Building Department Fund

The Building Department Fund is used to account for all revenues collected from building, mechanical,
electrical, and plumbing permit fees that are restricted to enforcement of the Township’s construction
ordinances.

Fire Building and Apparatus Fund
The Fire Building and Apparatus Fund accounts for revenue from the Township’s tax collections to be
used for fire protection or replacement of equipment.

Stone Cove Point Debt Service Fund
The Stone Cove Point Debt Service Fund is used to account the accumulation of resources for, and the
payment of, principal, interest, and related costs associated with the Township’s long-term obligations.

Road Construction Fund
The Road Construction Fund is used to account for the Township’s tax collections used for the
construction of roads.

The Township reports the following major proprietary fund:

Enterprise Funds

The Enterprise Fund is used to account for the operations (1) that are financed and operated in a manner
similar to private business enterprises - where the intent of the governing body is that the costs (expenses,
including depreciation) of providing goods or services to the general public on a continuing basis is
financed or recovered primarily through user charges, or (2) where the governing body has decided that
periodic determination of revenues earned, expenses incurred and/or net income is appropriate for capital
maintenance, public policy, management control, accountability, or other purposes. The Water and
Sewage Disposal Fund is the only Enterprise Fund in this report.

In accordance with GASB Statement 20, the Township has elected not to apply FASB statements and
interpretations issued after November 30, 1989, to its financial statements.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues of
the water and sewage disposal fund are charges to customers for sales and services. Operating expenses
for enterprise funds include the costs of sales and services, administrative expenses, amortization, and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported as
nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the Township’s policy to use
restricted resources first, then unrestricted resources as they are needed.

Additionally, the Township reports the following fund types:
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Note 2

CHARTER TOWNSHIP OF MADISON

Notes to Financial Statements
Year Ended December 31, 2004

Summary of Significant Accounting Policies (Concluded)

B. Measurement Focus, Basis of Accounting, and Financial Statement Presentation
Agency Funds
Agency Funds are used to account for assets held by the Township as an agent for individuals, private
organizations, other governments, and/or other funds. These funds are reported in the fund financial
statements only because they do not report resources under the control of the Township. The fund is
custodial in nature (assets equal liabilities) and does not involve the measurement of results of operations.

C. Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles
requires the Township to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenue and expenses during the reporting period. Actual results could differ
from those estimates.

D. Assets, Liabilities, and Net Assets
Cash and Cash Equivalents
For purposes of the statement of cash flows for the Proprietary Fund, cash and cash equivalents include
cash and money management accounts, restricted cash and money management accounts, cash with fiscal
agent, and petty cash.

There were no investing, capital, or financing activities that affected recognized assets or liabilities but
did not result in cash receipts or payments in the Proprietary Fund cash flows statements.

Due From Other Governments

Amounts due from other governments include amounts due from grantors for specific program and capital
projects. Program grants and capital grants for fixed assets are recorded as receivables and revenues at
the time the reimbursable project costs are incurred. Revenues received in advance of the project costs
being incurred as deferred.

Prepaid Expenses
Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items in both government-wide and fund financial statements.

Restricted Assets
Proprietary Funds, because of certain bond covenants, are required to establish and maintain prescribed
amounts of resources, such as cash, that can be used only to service outstanding debt.

Intangible Assets

Intangible assets acquired as a result of contract provisions are reported in the business type activities
column in the government-wide financial statements. Intangible assets that are identifiable, are recorded
at their historical cost of development or acquisition, and amortized based on their estimated useful lives
not to exceed 40 years. Amortization of intangible assets is charged as a program expense in the
statement of activities and as an operating expense in the proprietary fund financial statements.

Capital Assets
Capital assets, which include property, plant, equipment, and infrastructure assets (roads, bridges,

sidewalks and similar items) are reported in the applicable governmental or business-type activities
columns in the government-wide financial statements. Capital assets are defined by the government as
assets with an initial individual cost of at least $3,000 and an estimated useful life in excess of two years.
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Note 2

CHARTER TOWNSHIP OF MADISON

Notes to Financial Statements
Year Ended December 31, 2004

Summary of Significant Accounting Policies (Continued)

D. Assets, Liabilities, and Net Assets (Continued)

Capital Assets (Concluded)

These assets are recorded at historical cost or estimated historical cost if purchased or constructed.
Donated capital assets are recorded at estimated fair market value at the date of donation. The cost of the
normal maintenance and repairs that do not add to the value of the assets or materially extend asset lives
are not capitalized. Major outlays for capital assets and improvements are capitalized as projects are
constructed. Interest incurred during the construction phases of capital assets of business-type activities
is included as part of the capitalized value of the assets constructed. During the year, no interest was
capitalized.

Depreciation of all exhaustible capital assets used by the Township is charged as an expense against its
various functions. Depreciation is computed using the straight-line method over the estimated useful lives
of the related assets as follows:

Years
Land improvements 15
Building and building improvements 15-75
Police vehicles 2-3
Fire vehicles 10-20
Ambulance vehicles 10
Public safety equipment 5-20
Township office equipment 5-10

Interfund Balances
On the fund financial statements, receivables and payables resulting from short term interfund loans are
classified as “due to/from other funds.” These amounts are eliminated in the governmental activities
column of the statement of net assets. Any residual balances outstanding between the governmental
activities and the business-type activities are reported in the government-wide financial statements as
“internal balances.”

Accrued Liabilities and Long-Term Obligations

In the government-wide financial statements and proprietary fund financial statements, long term debt,
notes, and other obligations are reported as liabilities in the applicable governmental activities, business-
type activities, or proprietary fund types statement of net assets.

In general, payables and accrued liabilities that once incurred, are paid in a timely manner, and in full
from current financial resources, are reported as obligations of the funds. However, claims and
judgements that will be paid from governmental funds are reported as a liability in the fund financial
statements only to the extent that they are due for payment during the current year. Payments of long-term
loans that are paid from governmental funds, are recognized as an expenditure on the governmental fund
financial statements when due.

In the fund financial statements, governmental fund types recognize bond premiums and discounts as well
as issuance costs during the current period. The face amount of the debt is reported as other financing
sources. Premiums and discounts are reported as other financing sources (uses) while issuance costs are
reported as expenditures.
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Note 2

CHARTER TOWNSHIP OF MADISON

Notes to Financial Statements
Year Ended December 31, 2004

Summary of Significant Accounting Policies (Concluded)

Note 3

D. Assets, Liabilities, and Net Assets (Concluded)
Compensated Absences
Township employees are granted vacation and personal days under formulas and conditions in the
employees contract or Township policy. The vacation and personal pay are accrued in the government
wide financial statements. In the fund financial statements, these amounts are reported when paid as
wages.

Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested in capital assets
and capacity, net of related debt consists of capital assets, net of accumulated depreciation, reduced by
the outstanding borrowing used for the acquisition, construction, or improvement of those assets. Net
assets are reported as restricted when there are limitations imposed on their use either through enabling
legislation or through external restrictions imposed by creditors, grantors or laws, or regulations of other
governments.

Stewardship, Compliance, and Accountability Budget Policy and Budgetary Accounting

Budgetary comparison schedules are required to be presented as Required Supplementary Information for
the General Fund and each major Special Revenue Fund for which an annual budget has been adopted.
Under the new reporting model GASB Statement No. 34 the following information is to be reported:

® Original Budget

® Final Budget

® Actual inflows, outflows and balances on a budgetary basis

The Township has presented the General Fund, Special Revenue Funds, Debt Service Fund, and Capital
Project Fund in the Budgetary Comparison Schedules as Required Supplementary Information.

Annual budgets are adopted on a basis consistent with accounting principles generally accepted in the United
States of America for the General Fund, all Special Revenue Funds, the Capital Project Fund, and the Debt
Service Fund. The legal level of budgetary control is the department level. All unexpended appropriations
lapse at fiscal year end. The Township does not utilize encumbrance accounting.

The Township follows these procedures in establishing the budgetary data reflected in the financial
statements.

1.  The Township supervisor submits to the Board of Trustees a proposed operating budget for
the fiscal year beginning Jan 1.

2. A public hearing is conducted to obtain taxpayer comments.

3. Prior to December the budget is legally enacted through a Board resolution.

4.  Any revisions of the budget must be approved by a Board resolution.

5.  Budgets are adopted on a basis consistent with generally accepted accounting principles.

6.  Budgeted amounts are as originally adopted, or as amended by the Board of Trustees. There
were not individual amendments in relation to the original appropriation.
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Note 4

CHARTER TOWNSHIP OF MADISON

Notes to Financial Statements
Year Ended December 31, 2004

Change in Accounting Principles and Restatement of Fund Balance

Change in Accounting Principles
As of and for the year ended December 31, 2004 the Township implemented the following Governmental
Accounting Standards Board Pronouncements.

Statements

No.33 - Accounting and Financial Reporting for Nonexchange Transactions

No.34 - Basic Financial Statements and Management's Discussion and Analysis for State and Local
Governments

No.36 - Recipient Reporting for Certain Shared Nonexchange Revenues - An Amendment of GASB No.33

No.37 - Basic Financial Statements and Management Discussion and Analysis - for State and Local
Governments, Omnibus

No.38 - Certain Financial Statement Note Disclosures

The more significant of the changes required by the new standards include:

Basic financial statements that include:
Government-wide financial statements, prepared using the economic resources measurement focus and the
accrual basis of accounting;

Fund financial statements, consisting of a series of statements that focus on a government's major
governmental funds and enterprise funds;

Notes to the basic financial statements

GASB Interpretation No. 6 clarifies the application of standards for modified accrual recognition of certain
liabilities and expenditures in areas where differences have arisen, or potentially could arise, in
interpretation and practice.

Restatement of Fund Balance to Net Assets
The restatements for GASB Statement No. 34 had the following effects on the transition from governmental
fund balance to net assets of governmental activities.

Government-wide financial statements.  Beginning net assets for total governmental activities was
determined as follows:

Fund balance of General Fund as of December 31, 2003 $ 662,271
Fund balances of Special Revenue Fund as of December 31, 2003 122,746
Fund balances of Debt Service Fund as of December 31, 2003 12,838
Fund balances of Capital Improvements Fund as of December 31, 2003 (2,896)
GASB 34 Adjustments

Balance of Stone Cove Point Deferred Revenue as of December 31, 2003 44,244

Capital assets, net of depreciation 1,514,671

Long-Term Liabilities (58,791)
Governmental Net Assets, restated, as of January 1, 2004 $2.295.083
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Note 5

CHARTER TOWNSHIP OF MADISON

Notes to Financial Statements
Year Ended December 31, 2004

Deposits

Note 6

Statutes authorize the Township to invest in obligations of the U.S. Treasury, agencies, and instrumentalities;
commercial paper within the three highest rate classifications by at least two rating services; bankers'
acceptances of U.S. banks, U.S. or agency repurchase agreements; savings accounts and certificates of
deposit with banks and savings and loan associations, or credit unions which are insured with the applicable
federal agency.

The Charter Township of Madison Board has authorized four depositories: United Bank & Trust, Bank of
Lenawee, Sky Bank and Standard Federal Bank.

Deposits are carried at cost. The carrying amount of deposits is separately displayed on the balance sheet
as “Cash in bank” and “Certificates of deposit,” “Restricted assets: cash in bank,” and “Restricted assets:

cash with fiscal agent.”

The following is a summary of these deposits:

Carrying Amount Bank Balance
Insured:
FDIC $ 400,000 $ 400,000
Uninsured:
Uncollateralized 2,648,937 2,782,111
Total Deposits $3,048.937 $3,182.111

Marketable Securities

The Township reporting conforms to the Government Accounting Standards Board Statement No. 31 (GASB
31), “Accounting and Financial Reporting for Certain Investments and for External Investment Pools.”
Under GASB 31, investments in U.S. government securities, corporate bonds and certificates of deposit with
an original maturity at time of purchase of one year or less are stated at amortized cost. All other investments
are recorded at fair value, based on quoted market prices.

Investments are classified into three categories of custodial credit risk as follows:

Category 1: Insured or registered, or securities held by the entity or its agent in the entity’s name.

Category 2: Uninsured and unregistered, with securities held by the counterparty’s trust department
or agent in the entity’s name.

Category 3: Uninsured and unregistered, with securities held by the counterparty, or by its trust
department or agent but not in the entity’s name. (This includes the portion of the
carrying amount of any repurchase agreement that exceeds the market value of the
underlying securities.)

Investments in marketable securities of the General Fund include the following:

Fair Value Fair Value Change in
Cost 12/31/03 Purchases _Sales  Subtotal 12/31/04 Fair Value

Category 2:
Held by Agent:
Investment Pool ~ $206,141 $206,141 $1.863 $85.000 $83.137 $123.004  $83.137
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Note 7

CHARTER TOWNSHIP OF MADISON

Notes to Financial Statements
Year Ended December 31, 2004

Intangible Assets

In an agreement dated May 1, 2002 Lenawee County agreed to construct the Central Lenawee Sewage
Disposal System for the benefit of Madison Township and Palmyra Township. The construction was to be
financed by the Lenawee County Sewage Disposal Bonds, Series 2003A.

Both Madison Township and Palmyra Township agreed to pay the cost of constructing the facility by paying
bond principal and interest payments as they mature based on each Township’s share of capacity.

The agreement dated May 1, 2002 states that Lenawee County owns the Central Lenawee County Sewage
Disposal System and that the Townships are buying guaranteed capacity for a period of 40 years. Therefore,
the $3,533,733 that Madison Township has agreed to as its share of bond principal has been recorded on the
basic financial statements as a capacity contract. The Township is currently amortizing this cost over the
period of guaranteed capacity, 40 years. The annual amortization expense will be $88,343.

Madison Township began using the system in September, 2004. For the year ended 2004 the Township
recognized four months of amortization expense in the amount of $29,448.

Amortization expense for each of the following five years and years thereafter are as follows:

2005 $ 88,343
2006 88,343
2007 88,343
2008 88,343
2009 88,343
2010 to 2044 3,062,570

$3.504.285
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Note 8

CHARTER TOWNSHIP OF MADISON

Notes to Financial Statements

Year Ended December 31, 2004

Capital Assets

A summary of changes in capital assets follows:

Ealance Balance
Jaroary 1, 2004 A dchitiones D eletiohs Decemher 31, 2004
Govertunent A ctivities
& zzets not being depr eciated:
Land $233,107 $4.204 0 $237,401
Capital azsets heing depreciated:
B dings and Bradding Improvem ents 759401 o 0 759,401
Police Velicles 58284 o 0 58,286
Fire ¥ ehicles 1,137 821 o (75,000 1,062,821
Fire Equipmment 63,579 100,777 0 164,356
Aumbulance ¥V elicles 128900 o (20,000 108,900
Amblance Equigime rt 24152 51517 0 75,649
Office E quiptment 27175 0 0 27,175
2492401 156 588 (15500 2,493 080
Less ac cunndate d depreciation for:
Buddings and Budding Improvem ents (1E5ET3 (12388 0 (198,262
Police Vehicles (37,784 (2241 0 (47625
Fire ¥ ehicles (295,808 (62 245 (75,000 (583,057
Fire Equipmment (30947 (2674 0 (40,621
Amblance V¥ elicles (100273 (10,390 (30,000 (31,763
Aumbulance E quipime ot (12428 (290 0 (22,331)
Office E quiptmert (14017 (3,175 1] (17,192
Total accwmidated depreciation (97775 (112121 (155 00 (2408517
Met capital assets $1514671 §33467 $0 $1,553,138
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CHARTER TOWNSHIP OF MADISON

Notes to Financial Statements
Year Ended December 31, 2004

Note 8 Capital Assets (Concluded)

Balatice Balanice
Jarmary 1, 2004 A dcktinns Deletiohs D ecember 31, 2004

Business-type A ctivities
Capital aggets not depreciated:

C anstruction in process $2.61771A $0 $2417 206 $510
Capital assets being depreciated:

W oehicles atud ecpupen ent 149072 1] 1] 149 072

Buildings and improrretmerts 31230 1] 1] 31,230

VWater and sewer knes 19 372187 a5dal 1] 19,437 442
Totals capital assets 22171705 fi261 2517 206 19,619 7al
Less accunndated depreciation for:

W ehicles and ecuipm ent Ta004 15083 1] 01,067

Buildings and improvemernts 2445 1273 1] Q718

Wiater and sewer lines A 072152 410,708 ] f, 452 B840
Total accuwmidated depreciation 6,163 581 427 044 1] 6,390,625
Busiiess-Type Activities- MNet

C apital Assets $1a6,008124 ($36LTEH $2517 208 $13.020.135

Depreciation expense was chargedto busine ss-type farctions as follows:

Water $197 976
Sewer 220 068
Total Depreciation Expense - Business Type Activities $427,044

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental activities:

Public safety $112,620
Other functions 5,501
Total depreciation expense - governmental activities $118,121
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Note 9

CHARTER TOWNSHIP OF MADISON

Notes to Financial Statements
Year Ended December 31, 2004

Long-Term Debt

Following is a summary of changes in long-term debt:

Balance Balance
December 31, December 31,
2003 Additions  Deletions 2004
2003 contract payahle to Lenawee County
for sewage disposal system construct on,
hearing interest at rates 3.0%to 4 6% $3,533,733 $0 $76,123 $3.457.610
2003 Lenawee County Refunding Bonds
for 1992 debtretirement beanng interest a
rates 1.0%%0t0 2.5%. 700,000 0 155,000 515,000
1397 contract payable to Lenawee County
for water system construction bearing
interest at rates 4 8% to 5 0% Z.660,000 0 190,000 2,470,000
1995 Water Supply System General
Ohligation Bonds, hearing interest at rates
4 2% to .05, 385,000 0 40,000 345,000
Total Enterprize Fund AT, T35 0 491,123 6,787,610
2001 Special Assessment Loanissued wath
the Banlt of Lenawee, to inance the
construction of Stone Cove Road, bearing
interest at 4.15%. 55,441 0 3,289 32,172
Compensated shsences 3,330 1] 1] 3,330
Total General Long-Termn Deht 58,791 1] 3,289 55502
FF 337 524 $0 f494 412 P, 843,112
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Note 9

CHARTER TOWNSHIP OF MADISON

Notes to Financial Statements
Year Ended December 31, 2004

Long-Term Debt (Continued)

2003 Lenawee County Refunding Bonds

On August 27, 2003, the County of Lenawee issued $700,000 of its bonds to partially fund the retirement
of the 1992 Contract Payable for Water System No. 3 Construction. On September 15, 2003, Madison
Township transferred $1,141,167 from the Downtown Development Authority to the 1992 Debt Retirement
Fund at Lenawee County. The combined proceeds were used to retire the remaining debt of $1,835,000.
The Township has entered into an agreement with the County, whereby the Township has agreed to make
annual installment payments to the County in amounts sufficient to enable the County to retire the bond
principal and interest as they come due. The Township has pledged its full faith and credit for these
contractual payments to the County. As of December 31, 2004, $515,000 of the contract payable principal
was outstanding and it is recorded in the Sewer and Water Fund of the Township.

Interest Interest Principal
Due Date Rate Amount Amount Total

04/01/2005 1.500 $ 4,950 $195,000 $199,950
10/01/2005 3,488 3,488
04/01/2006 2.000 3,488 205,000 208,488
10/01/2006 1,437 1,437
04/01/2007 2.500 1,437 115,000 116,437

$14.800 $515,000 $529,800

2003 Contract Payable to Lenawee County for Sewage Disposal System Bonds

On April 16, 2003, the County of Lenawee issued $4,410,000 of its bonds to fund the costs of constructing,
maintaining and operating a sewage disposal system within the County, with the Charter Township of
Madison’s share equaling $3,533,733. The sewage disposal system will serve property in the Township of
Palmyra and the Charter Township of Madison. The Charter Township of Madison is financing part of their
portion of the costs through a settlement it reached with the State of Michigan regarding the connection
charges for its prison facilities. The State has agreed to pay Madison $2,700,000 plus interest, in 240 equal
monthly installments.
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Note 9

CHARTER TOWNSHIP OF MADISON

Notes to Financial Statements

Year Ended December 31, 2004

Long-Term Debt (Continued)
2003 Contract Payable to Lenawee County for Sewage Disposal System Bonds (Continued)

Interest Irterest Principal
DueDate Fate Aot Amount Totals

04/01,2005 24604 24694
10/01.2005 3.000 24604 $170,000 254694
04/01.2006 22,144 22,144
10012004 3.000 22,144 170,000 252144
04012007 70,504 70504
10/01.2007 3.000 T9. 594 175,000 254 594
04/01.2008 T, 969 Ta, 969
10/01.2008 3.250 Ta, 969 120,000 256 969
04/01.2009 74,044 74,044
10/01.2009 3375 74,044 120,000 254044
n4/a1.2010 71,006 1,006
10012010 3375 71,006 190,000 2a1,006
n4m14011 aT,200 aT.200
10/01.42011 3.500 a7,200 195,000 262200
04012012 ad 388 ad 388
10/01.2012 3.650 ad 388 200,000 264 388
04012013 a0, 737 al, 737
10/01.2013 3.750 a0, 737 210,000 2T073T
04012014 56,200 56,200
10/0142014 3250 56,200 220,000 2Ta,200
04012015 52,563 52,565
10012015 3.950 52,563 225000 27T 565
04012014 42,131 42,121
10/01.2016a 4.050 48,131 235,000 283,121
04012017 43 363 43 363
10/01.2017 4.150 43 363 245000 2EE 363
04012018 38,278 3BATE
10012018 4,250 38,278 255000 203378
04120189 32,860 32,860
10012019 4 350 32,860 265000 297 260
04/01.2020 27,09 27,094
10/01.2020 4.400 27,098 280,000 307,096
04012021 20,936 20,936
10/0142021 4.500 20,936 295000 315936
04/01,2022 14,299 14,205
10/01,2022 4 550 14,299 305,000 319299
04/01.2023 T.360 T.360
10012023 4 600 7,360 320,000 327,360
$2.006,108 $4.315.000 $6.221.108

$2.006.108 $4.315.000 $A,321.108

x B013 x B013 x B013

Iadison Township's pottion $1.607 494 $3.457 610 $5.065.104
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Note 9

CHARTER TOWNSHIP OF MADISON

Notes to Financial Statements
Year Ended December 31, 2004

Long-Term Debt (Continued)

2003 Contract Payable to Lenawee County for Sewage Disposal System Bonds (Concluded)

Allocation of debt service costs is based on Madison’s share of the system which includes the construction
of approximately 8,500 feet of sewer main and its share of the plant capacity based on the total number of
residential equivalent units (REU’s). As of December 31, 2004, the Charter Township of Madison’s
allocation is 80.13%.

1997 Contract Payable to Lenawee County for Water Bonds

On July 1, 1997, the County of Lenawee issued $3,460,000 of its bonds to partially fund the cost of
improvements to the water system of the Charter Township of Madison. The Township has entered into an
agreement with the County whereby the Township has agreed to make annual installment payments to the
County in amounts sufficient to enable the County to retire the bond principal and interest as they come due.
The Township has pledged its full faith and credit for these contractual payments to the County. As of
December 31, 2004, $2,470,000 of the contract payable principal was outstanding and it is recorded in the
Sewer and Water Fund of the Township.
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Interest Interest Principal

Due Date Rate Amount Amount Total
05/01/2005 4.875 $ 61,299 $ 190,000 $ 251,299
11/01/2005 56,668 56,668
05/01/2006 4.875 56,668 190,000 246,668
11/01/2006 52,036 52,036
05/01/2007 4.875 52,036 190,000 242,036
11/01/2007 47,405 47,405
05/01/2008 4.900 47,405 190,000 237,405
11/01/2008 42,750 42,750
05/01/2009 5.000 42,750 190,000 232,750
11/01/2009 38,000 38,000
05/01/2010 5.000 38,000 190,000 228,000
11/01/2010 33,250 33,250
05/01/2011 5.000 33,250 190,000 223,250
11/01/2011 28,500 28,500
05/01/2012 5.000 28,500 190,000 218,500
11/01/2012 23,750 23,750
05/01/2013 5.000 23,750 190,000 213,750
11/01/2013 19,000 19,000
05/01/2014 5.000 19,000 190,000 209,000
11/01/2014 14,250 14,250
05/01/2015 5.000 14,250 190,000 204,250
11/01/2015 9,500 9,500
05/01/2016 5.000 9,500 190,000 199,500
11/01/2016 4,750 4,750
05/01/2017 5.000 4,750 190,000 194,750

$801,017 $2.470,000 $3.271,017



CHARTER TOWNSHIP OF MADISON

Notes to Financial Statements
Year Ended December 31, 2004

Note 9 Long-Term Debt (Continued)
1995 Water Supply System Bonds (Concluded)
On June 1, 1995, the Township issued $685,000 of its bonds to fund the cost of improvements to the water
system. The bond principal and interest will be repaid from the proceeds of special assessments that are
being charged to the users of the system improvements. As of December 31, 2004, $345,000 of the bonds
payable principal was outstanding and it is recorded in the Sewer and Water Fund of the Township.

Interest Interest Principal

Due Date Rate Amount Amount Total
05/01/2005 5.200 $ 9,632 $ 45,000 $ 54,632
11/01/2005 8,463 8,463
05/01/2006 5.300 8,463 40,000 48,463
11/01/2006 7,402 7,402
05/01/2007 5.400 7,402 35,000 42,402
11/01/2007 6,458 6,458
05/01/2008 5.500 6,458 40,000 46,458
11/01/2008 5,358 5,358
05/01/2009 5.600 5,358 40,000 45,358
11/01/2009 4,237 4,237
05/01/2010 5.700 4,237 40,000 44,237
11/01/2010 3,097 3,097
05/01/2011 5.800 3,097 40,000 43,097
11/01/2011 1,938 1,938
05/01/2012 5.900 1,938 25,000 26,938
11/01/2012 1,200 1,200
05/01/2013 6.000 1,200 20,000 21,200
11/01/2013 600 600
05/01/2014 6.000 600 10,000 10,600
11/01/2014 300 300
05/01/2015 6.000 300 10,000 10,300

$87.738 $345.000 $432,738

2001 Special Assessment Loan

On December 10, 2001, the Township borrowed $63,000 from the Bank of Lenawee to fund the cost of
paving Stone Cove Pointe Road. The loan principal and interest will be repaid from the proceeds of special
assessments that are being levied on the real estate along Stone Cove Pointe Road. As of December 31,
2004, $52,130 of the promissory note was outstanding.

Interest Interest Principal
Due Date Rate Amount Amount Total
06/01/2005 4.150 $2,161 $ 3,469 $ 5,630
06/01/2006 4.150 2,017 48,703 50,720
$4.178 $52,172 $56.350
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CHARTER TOWNSHIP OF MADISON

Notes to Financial Statements
Year Ended December 31, 2004

Note 9 Long-Term Debt (Concluded)
The annual requirements to pay principal and interest on long-term debt outstanding at December 31,
2004, excluding compensated absences, are as follows:
Fovernmental Activities

Fiscal Years Principal Interest Total
2005 $3469 $2,161 $5,630
2006 45,661 2017 50,678
$52.130 $4.178 $56,308

Business-type Activities

Fiscal Years Principal Interest Total
2005 $566,221 $250,231 fad6,452
2006 571,221 261,138 832,359
2007 450,228 242,295 712,523
2008 374,234 225312 500556
2009 374,234 209,008 583,242
2010-2014 1,398,320 793460 2,691,750
2015-2019 1,561,595 387,909 1,948,504
2020-2024 061,561 111,687 1,073,243
$6,787,614 $2,511,050 $9,298 664

Note 10 Property Taxes

The Township bills and collects its own property taxes and also taxes for the County of Lenawee, Adrian
Public Schools, Madison School District, Sand Creek Community Schools and the Lenawee County
Intermediate School District. Collections are accounted for in the Tax Collection Agency Fund. For
2004, the Township levied, on December 31, 2003 1.00 mills for general operating, .9963 mills for fire
operating and 1.1955 mills for road maintenance due and payable on February 14, 2004. The valuation
for real and personal property totaled $174,034,818 which was based on December 31, 2003
assessments.

The taxes receivable of $1,975,371 and the $2,771,430 liability to the taxing authorities reflected in the

Tax Collection Agency Fund relate to the December 2004 tax bills. The Township’s share of these taxes
will be reflected as revenues in 2005.
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CHARTER TOWNSHIP OF MADISON

Notes to Financial Statements
Year Ended December 31, 2004

Note 11 Tax Increment Financing
Tax increment financing is the setting aside of the taxes generated by an increase in the assessed value of
the designated properties for a specific purpose.
On March 13, 1990, the Township adopted a Tax Increment Financing Authority plan for the Madison
Downtown Development District as allowed under the Downtown Development Act, Act No. 197 of the
Public Acts of 1975. The plan is devoted to the planned and orderly revitalization of the downtown business
district. For the fiscal Year Ended December 31, 2004, the Downtown Development Authority Special
Revenue Fund recorded $646,946 as property tax revenue generated from the downtown development
district, which included $346,561settlement of prior year’s taxes forwarded by Lenawee County.

Note 12 Segment Information for Enterprise Fund
The Township maintains one Enterprise Fund which provides water and sanitary sewer services to Township
residents and businesses. Segment information for the Year Ended December 31, 2004 follows:

Combined Water Sewer
Operating revenues $ 864,202 $ 265,766 $ 598,436
Depreciation and amortization 472,204 213,688 258,516
Operating income (loss) (420,241) (117,501) (302,740)
Net income (loss) before contributions
and transfers (703,793) (231,702) (472,091)
Contributed capital 2,830,275 59,598 2,770,677
Property and equipment:
Additions 65,261

Bonds and contracts payable 6,787,610
Total assets 22,136,537
Total net assets 15,154,774

Note 13 Connection Fees and Special Assessment Receivable

On December 20, 2002, the Charter Township of Madison, Lenawee County, Michigan entered into an
agreement with the State of Michigan Department of Management and Budget, Office of Infrastructure
Services, acting on behalf of the Michigan Department of Corrections. The agreement outlines the terms and
conditions under which the existing sanitary sewer collection facilities at the Gus Harrison Correctional
Facility and the Parr Highway Correctional Facility are to be connected to the new Central Lenawee Sewage
Disposal System. In consideration for allocating 900 REUs (Residential Equivalent Units) of Madison
Township's capacity, the State shall pay a connection charge to Madison Township in the amount of
$2,700,000 (representing 900 REUs at $3,000 per REU) payable in 240 consecutive monthly installments
together with interest on the unpaid balance. Payments where to commence on the first day of the month
following the date on which the facilities are connected to the newly completed system with an effective
interest rate of 4.22%( the average rate of the Sewage Disposal System Bonds used to fund the construction
of the facility). The $2,700,000 has been included in the Statement of Activities as an operating contribution
in the Government-wide Statements and also included in connections fees under Capital Contributions in the
Statement of Revenues, Expenses and Changes in Net Assets-Proprietary Funds. As of December 31,2004
the State had an unpaid balance for sewer connection fees in the amount $2,678,381. This amount is
included in the amount reported for Special assessments receivable in the Statement of Net
Assets-Proprietary Funds.
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CHARTER TOWNSHIP OF MADISON

Notes to Financial Statements

Year Ended December 31, 2004

Note 13 Connection Fees and Special Assessment Receivable (Concluded)
A summary of the total collections per year remaining due from the state follows:
Interest Principal
Year of Collections Arnount Arnourt Totals
2005 $120,430 196 360 $216,790
2006 107,177 92 936 200,113
2007 103,170 0h B35 200,114
2008 g0.00& 101,106 200,114
2009 04 A58 105 456 200,114
2010 g0,121 1099093 200,114
2011 85,388 114726 200,114
2012 a80,451 119 662 200,113
2013 75,303 124 511 200,114
2014 60,033 130,181 200,114
2015 f4,332 135782 200,114
2014 58,490 141,624 200,114
2017 52,396 147 718 200,114
2018 46,041 154 073 200,114
2019 304132 160702 200,114
2020 32,497 167617 200,114
2021 25,285 174 549 200,114
2022 17,763 182351 200,114
2023 9,017 190,197 200,114
2024 2,087 131,343 133410
1,373,868 F2A78 382 $3,053,350
Note 14 Interfund Receivable and Payable Balances
Balances as of December 31, 2004 were:
Interfund Interfund
Receivable Payable
General Fund:
Water and Sewer Fund $101,673
Construction Code Fund 6,383
Water/Sewer:
DDA Fund 200,000
General Fund $101,673
Building Department: 6,383
General Fund
DDA Fund:
Water and Sewer Fund 200,000
$308,056 $308,056
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CHARTER TOWNSHIP OF MADISON

Notes to Financial Statements
Year Ended December 31, 2004

The Township allows employees to accumulate vacation days; however, did notrecord any changes in accrued
accumulated vacation pay as of December 31, 2004. The accumulated vacation pay is accrued in the
government-wide financial statements. In the fund financial statements these amounts are reported when paid.

The Township is exposed to various risks of loss related to property loss, torts, errors, omissions and
employee injuries (workman’s compensation). The Township has purchased commercial insurance for
property loss, torts, errors, omissions and employee injuries.

Effective January 1, 1975, political subdivisions became subject to the Michigan Employment Security Act.
The Township, instead of paying regular contributions to the State Unemployment Fund, has elected to make
reimbursement payments. Reimbursement payments made during the fiscal year ended December 31,2004

Note 15 Compensated Absences

Note 16 Risk Management

Note 17 Unemployment Compensation
were $344.

Note 18  Retirement Commitments

Plan Description

The Charter Township of Madison is in an agent multiple-employer defined benefit pension plan with the
Municipal Employees Retirement System (MERS), administered by the State of Michigan. The Township's
covered payroll for employees covered by the system for the year ended December 31, 2004 was $400,330
out of a total of $634,542.

All full time Township employees are eligible to participate in MERS. Benefits vest after 10 years of
service. Township employees who retire at or after age 60 with 10 years, age 55 with 15 years, and age 50
with 25 years of credited service are entitled to an annual retirement benefit of 2.0% of a members five year
final average compensation, payable until attainment of the age at which unreduced social security benefits
are available (currently age 65 for normal retirement, gradually increasing to age 67). Upon attainment of
this age, the benefit reverts to 1.7% of a members five year final average compensation. The system also
provides disability retirement allowance, non duty death allowance, duty connected death and post retirement
adjustments. These benefit provisions and all other requirements are established by state statute and
Township Council resolution.

The Municipal Employees Retirement System of Michigan issues a publically available financial report
which may be obtained by writing to MERS, 447 North Canal Road, Lansing, Michigan, 48197.

Funding Policy
Employees contribute 5.0% of their wages to the plan. The Township is required to contribute the remaining

amounts necessary to fund the system, using the actuarial basis specified by State statute. The Township’s
annual required contribution was $26,444 for the fiscal year ending December 31, 2004. The contribution
requirements of plan members and the Township are established by the Township and by the MERS Board
of Trustees. The required contribution was determined as part of the December 31, 2003 actuarial valuation
using the entry age normal cost method.

Significant actuarial assumptions include 1) a rate of return on the investment of present and future assets
of 8.0% per year compounded annually 2) projected salary increases of 4.5% per year compounded annually,
attributable to inflation 3) additional projected salary increases ranging from 0.0% to 4.16% per year,
depending on age, attributable to seniority/merit and 4) the assumption that benefits will increase 2.5% per
year (annually) after retirement.
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Note 18

CHARTER TOWNSHIP OF MADISON

Notes to Financial Statements
Year Ended December 31, 2004

Retirement Commitments (Concluded)

Funding Policy (Concluded)

The actuarial value of assets was determined using techniques that smooth the effects of short-term volatility
in the market value of investments over a five year period. The Township’s unfunded actuarial accrued
liability is being amortized as a level percentage of projected payroll over 30 years.

Contributions Required and Contributions Made

MERS funding policy provides for periodic employer contributions at actuarially determined rates that,
expressed as percentages of annual covered payroll, are designed to accumulate sufficient assets to pay
benefits when due. The normal cost and amortization payment were determined using an attained age
actuarial funding method. Unfunded actuarial accrued liabilities, if any, were amortized as a level percent
of payroll over a period of 30 years.

The contribution to MERS for the year ended December 31, 2004, of $47,532 was made in accordance with
actuarially determined requirements computed through an actuarial valuation performed as of December 31,
2003. The Township contributed $26,444 and employees contributed $21,088.

Three-year Trend Information

Valuation Ended December 31,

2001 2002 2003

Actuarial value of assets $292.021 $315,078 $359,081
Actuarial accrued liability

(entry age) 437,019 485,110 511,369
Unfunded (overfunded) AAL 144,998 170,032 152,288
Funded ratio 67% 65% 65% 70%
Annual covered payroll 351,938 367,234 352,840
UAAL as a percentage of annual

covered payroll 41% 46% 43%
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CHARTER TOWNSHIP OF MADISON
General Fund

Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual
Year Ended December 31, 2004
Variance with

Budgeted Amounts Final Budget
Favorable
Original Final Actual (Unfavorable)
Revenues
Taxes:
Property taxes $158,000 $158,000 $145,070 ($12,930)
Income in lieu of property taxes 18,938 18,938 16,664 (2,274)
Industrial facilities tax 3,982 3,982 4,665 683
Penalties & interest on taxes 2,000 2,000 1,654 (346)
182,920 182,920 168,053 (14,867)
Licenses and Permits:
Business licenses and permits 0 0 1,810 1,810
State Grants:
State revenue sharing 553,975 553,975 490,325 (63,650)
Liquor license fees 2,200 2,200 2,311 111
556,175 556,175 492,636 (63,539)
Charges for services 8,500 8,500 28,754 20,254
Fines and Forfeits:
Fines 5,000 5,000 4,809 (191)
Interest and Rentals:
Interest 5,000 5,000 4,134 (866)
Property rental 0 0 5,036 5,036
Equipment rental 0 0 1,191 1,191
5,000 5,000 10,361 5,361
Ambulance services 200,000 200,000 147,692 (52,308)
Other Revenue:
Other revenue 2,700 2,700 14,329 11,629
Total Revenues 960,295 960,295 868,444 (91,851)
Expenditures
Legislative:
Township Board 23,880 23,880 26,880 (3,000)
General government:
Supervisor 24,500 24,500 13,500 11,000
Elections 8,400 8,400 4,841 3,559
Assessor 31,000 31,000 34,181 (3,181)
Attorney 30,000 30,000 18,890 11,110
Clerk 34,511 34,511 28,330 6,181
Payroll services 1,950 1,950 2,190 (240)
Audit 12,000 12,000 6,000 6,000
Treasurer 27,061 27,061 28,710 (1,649)
Total General Government 169,422 169,422 136,642 32,780
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CHARTER TOWNSHIP OF MADISON
General Fund
Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual
Year Ended December 31, 2004

Variance with

Budgeted Amounts Final Budget
Favorable
Original Final Actual (Unfavorable)
Expenditures (Concluded)
Public Safety:
Fire protection $337,291 $337,291 $257,127 $80,164
Police department 168,423 168,423 153,558 14,865
Zoning inspector 5,450 5,450 4,369 1,081
Ambulance 279,586 279,586 264,163 15,423
Total Public Safety 790,750 790,750 679,217 111,533
Public Works:
Street lighting 35,000 35,000 35,350 (350)
Trash pickup 0 0 14,556 (14,556)
Drains at large 660 660 666 (6)
Total Public Works 35,660 35,660 50,572 (14,912)
Other Functions
Planning and zoning 1,000 1,000 740 260
Zoning board of appeals 1,100 1,100 540 560
Board of review 1,550 1,550 578 972
Cemetery care 2,000 2,000 2,913 (913)
Township Office 23,000 23,000 56,529 (33,529)
Insurance 30,389 30,389 49,303 (18,914)
Total Other Functions 59,039 59,039 110,603 (51,564)
Total Expenditures 1,078,751 1,078,751 1,003,914 74,837
Excess (Deficiency) of
Revenues Over Expenditures (118,456) (118,456) (135,470) (17,014)
Other Financing Sources (Uses)
Sale of assets 0 0 9,551 9,551
Operating transfers in 65,000 65,000 0 (65,000)
Total Other Financing Sources (Uses) 65,000 65,000 9,551 (55,449)
Excess (Deficiency) of Revenues and Other
Sources over Expenditures and Other Uses (53,456) (53,456) (125,919) (72,463)
Fund Balances - Beginning of Year 61,434 61,434 662,271 600,837
Fund Balances - End of Year $7,978 $7,978 $536,352 $528,374
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Legislative

Township Board:
Salaries
Benefits
Memberships and dues
Education
Capital outlay
Office Expense

General Government
Supervisor:

Salaries

Benefits

Supplies

Education

Elections:
Fees & wages
Supplies

Assessor:
Contracted Services
Appraisal update

Attorney:
Legal fees

Clerk:
Salaries
Benefits
Supplies
Education
Printing and publishing
Miscellaneous

Payroll Services:
Contracted Services
Miscellaneous

Independent Audit:
Auditing fees

CHARTER TOWNSHIP OF MADISON
General Fund

Detailed Budgetary Comparison Schedule
Year Ended December 31, 2004

Variance with

Budgeted Amounts Final Budget
Favorable
Original Final Actual (Unfavorable)
$13,680 $13,680 $13,680 $0
1,400 1,400 1,047 353
8,000 8,000 6,436 1,564
500 500 1,049 (549)
0 0 4,294 (4,294)
300 300 374 (74)
23,880 23,880 26,880 (3,000)
22,000 22,000 11,996 10,004
1,800 1,800 918 882
200 200 0 200
500 500 586 (86)
24,500 24,500 13,500 11,000
3,400 3,400 2,690 710
5,000 5,000 2,151 2,849
8,400 8,400 4,841 3,559
30,000 30,000 34,181 (4,181)
1,000 1,000 0 1,000
31,000 31,000 34,181 (3,181)
30,000 30,000 18,890 11,110
22,461 22,461 22,452 9
2,250 2,250 1,718 532
700 700 190 510
2,800 2,800 742 2,058
6,200 6,200 3,168 3,032
100 100 60 40
34,511 34,511 28,330 6,181
1,800 1,800 2,190 (390)
150 150 0 150
1,950 1,950 2,190 (240)
12,000 12,000 6,000 6,000
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Treasurer:
Salaries
Benefits
Supplies
Transportation
Printing and publishing
Education
Miscellaneous

Total General Government

Public Safety

Fire Protection:
Salaries
Benefits
Contracted Services
Office supplies
Operating supplies
Gas and oil
Uniforms and laundry
Buildings and grounds maintenance
Radio maintenance
Other maintenance
Travel
Telephone
Printing
Utilities - electric
Utilities - heat
Utilities - water(hydrant rental)
Memberships and dues
Training
Physicals
Equipment
Miscellaneous

CHARTER TOWNSHIP OF MADISON
General Fund

Detailed Budgetary Comparison Schedule
Year Ended December 31, 2004
(Continued)
Variance with

Budgeted Amounts Final Budget
Favorable
Original Final Actual (Unfavorable)
$22,461 $22,461 $22,452 $9
1,800 1,800 1,718 82
500 500 3,731 (3,231)
100 100 0 100
1,000 1,000 0 1,000
1,000 1,000 530 470
200 200 279 (79)
27,061 27,061 28,710 (1,649)
169,422 169,422 136,642 32,780
178,844 178,844 145,154 33,690
65,147 65,147 37,611 27,536
6,000 6,000 8,090 (2,090)
4,000 4,000 5,896 (1,896)
1,000 1,000 1,808 (808)
7,500 7,500 7,615 (115)
5,000 5,000 3,081 1,919
6,000 6,000 3,439 2,561
4,000 4,000 8,049 (4,049)
7,000 7,000 9,697 (2,697)
1,500 1,500 0 1,500
12,000 12,000 11,854 146
1,500 1,500 413 1,087
8,000 8,000 0 8,000
10,000 10,000 0 10,000
300 300 294 6
4,000 4,000 4,125 (125)
5,000 5,000 4,814 186
3,000 3,000 1,253 1,747
3,500 3,500 777 2,723
4,000 4,000 3,157 843
337,291 337,291 257,127 80,164
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Police Protection:
Salaries
Benefits
Supplies
Vehicle maintenance
Training
Physicals
Fuel
Dues and subscriptions
Uniform expense
Cell phone
Capital outlay
Miscellaneous

Zoning Inspector:
Fees
Supplies
Education
Transportation

Ambulance:
Salaries
Benefits
Vehicles expense
Supplies
Licenses
Education

Total Public Safety

Public Works

Street Lighting:
Utilities

Trash Pickup:
Contract Services

Drains at large

Total Public Works

CHARTER TOWNSHIP OF MADISON
General Fund
Detailed Budgetary Comparison Schedule

Year Ended December 31, 2004
(Continued)

Variance with

Budgeted Amounts Final Budget
Favorable
Original Final Actual (Unfavorable)
$101,992 $101,992 $97,592 $4,400
39,181 39,181 41,514 (2,333)
3,000 3,000 2,377 623
5,000 5,000 2,313 2,687
1,800 1,800 1,908 (108)
750 750 0 750
5,000 5,000 3,758 1,242
1,400 1,400 1,580 (180)
3,000 3,000 1,638 1,362
800 800 32 768
6,000 6,000 0 6,000
500 500 846 (346)
168,423 168,423 153,558 14,865
4,500 4,500 4,100 400
500 500 0 500
150 150 0 150
300 300 269 31
5,450 5,450 4,369 1,081
162,000 162,000 181,219 (19,219)
105,586 105,586 70,338 35,248
2,000 2,000 164 1,836
8,000 8,000 9,275 (1,275)
2,000 2,000 1,742 258
0 0 1,425 (1,425)
279,586 279,586 264,163 15,423
790,750 790,750 679,217 111,533
35,000 35,000 35,350 (350)
0 0 14,556 (14,556)
0 0 14,556 (14,556)
660 660 666 (6)
35,660 35,660 50,572 (14,912)
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Other Functions
Planning and Zoning:
Fees
Supplies

Zoning Board of Appeals:
Fees
Miscellaneous

Board of Review:
Fees
Supplies

Cemetery Care:
Fees
Maintenance
Supplies

Township Office:
Clerical wages
Benefits
Repairs and maintenance
Printing and Publishing
Electric
Heat
Supplies

Insurance (Bonds & Liability)

Total Other Functions

Total Expenditures

CHARTER TOWNSHIP OF MADISON

General Fund

Detailed Budgetary Comparison Schedule

Budget and Actual

Year Ended December 31, 2004

(Concluded)

Variance with

Budgeted Amounts Final Budget
Favorable
Original Final Actual (Unfavorable)
$1,000 $1,000 $500 $500
0 0 240 (240)
1,000 1,000 740 260
1,000 1,000 540 460
100 100 0 100
1,100 1,100 540 560
1,500 1,500 578 922
50 50 0 50
1,550 1,550 578 972
1,000 1,000 0 1,000
0 0 1,143 (1,143)
1,000 1,000 1,770 (770)
2,000 2,000 2,913 (913)
15,000 15,000 18,995 (3,995)
0 0 1,370 (1,370)
0 0 2,508 (2,508)
0 0 6,899 (6,899)
5,000 5,000 14,761 (9,761)
0 0 10,585 (10,585)
3,000 3,000 1,411 1,589
23,000 23,000 56,529 (33,529)
30,389 30,389 49,303 (18,914)
59,039 59,039 110,603 (51,564)
$1,078,751 $1,078,751 $1,003,914 $74,837
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CHARTER TOWNSHIP OF MADISON

Downtown Development Authority

Statement of Revenues, Expenditures, and Changes in Fund Balances

Revenues
Taxes:
Property taxes
Interest
Total Revenues
Expenditures
Other Functions:
Legal expenses
Total Expenditures

Excess of Revenues
Over Expenditures

Other Financing Sources (Uses)
Transfers to other governments
Operating transfers out

Total Other Financing Sources (Uses)

Excess of Revenues Over
Expenditures and Other Uses

Fund Balance - Beginning of Year

Fund Balance - End of Year

Budget and Actual
Year Ended December 31, 2004

Variance with

Budgeted Amounts Final Budget
Favorable

Original Final Actual (Unfavorable)
$628,000 $628,000 $646,946 $18,946
1,100 1,100 9,847 8,747
629,100 629,100 656,793 27,693
10,000 10,000 975 9,025
10,000 10,000 975 9,025
619,100 619,100 655,818 36,718
(174,348) (174,348) 0 174,348
(196,804) (196,804) (196,804) 0
(196,804) (196,804) (196,804) 0
422,296 422,296 459,014 36,718
49,917 49,917 53,884 3,967
$472,213 $472,213 $512,898 $40,685
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CHARTER TOWNSHIP OF MADISON

Building Department

Statement of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual
Year Ended December 31, 2004

Revenues
Building permit fees
Electrical permit fees
Mechanical permit fees
Plumbing permit fees
Plan review fees
Interest

Total Revenues

Expenditures
Building Inspector:
Fees
Mileage
Supplies
Education

Electrical inspector:
Fees
Mileage
Supplies
Education

Mechanical inspector:
Fees
Mileage
Supplies
Education

Plumbing inspector:
Fees
Mileage
Supplies
Education

Other:
Salaries
Benefits
Education
Dues and subscriptions
Utilities
Auditing fees
Miscellaneous
Capital outlay

Total Expenditures

Excess (Deficiency) of
Revenues Over Expenditures

Fund Balance - Beginning of Year

Fund Balance - End of Year

Budgeted Amounts Variance
Favorable
Original Final Actual (Unfavorable)
$26,000 $26,000 $17,049 ($8,951)
15,000 15,000 16,199 1,199
15,000 15,000 13,138 (1,862)
15,000 15,000 11,551 (3,449)
2,000 2,000 853 (1,147)
50 50 104 54
73,050 73,050 58,894 (14,156)
20,000 20,000 17,719 2,281
1,500 1,500 1,471 29
200 200 143 57
500 500 420 80
12,500 12,500 13,976 (1,476)
650 650 546 104
200 200 94 106
500 500 445 55
13,850 13,850 15,061 (1,211)
12,500 12,500 13,686 (1,186)
650 650 495 155
200 200 78 122
500 500 518 (18)
13,000 13,000 5,373 7,627
550 550 379 171
300 300 78 222
500 500 443 57
5,000 5,000 5,000 0
800 800 383 417
200 200 0 200
200 200 25 175
750 750 0 750
1,000 1,000 1,000 0
350 350 720 (370)
500 500 0 500
0 0 (4,098) (4,098)
0 0 22,490 22,490
$0 $0 $18,392 $18,392

54



CHARTER TOWNSHIP OF MADISON
Fire Building and Apparatus Fund
Statement of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual
Year Ended December 31, 2004

Variance with

Budgeted Amounts Final Budget
Favorable
Original Final Actual (Unfavorable)
Revenues
Taxes:
Property taxes $152,224 $152,224 $144,783 ($7,441)
Income in lieu of taxes 18,938 18,938 16,664 (2,274)
Industrial facilities tax 0 0 4,648 4,648
State revenue sharing 0 0 9,565 9,565
Interest 1,000 1,000 217 (783)
Total Revenues 172,162 172,162 175,877 3,715
Expenditures
Other Functions:
Capital Outlay 180,500 180,500 167,259 13,241
Total Expenditures 180,500 180,500 167,259 13,241
Excess (Deficiency) of
Revenues over Expenditures (8,338) (8,338) 8,618 16,956
Fund Balance - Beginning of Year 16,299 16,299 46,372 30,073
Fund Balance - End of Year $7,961 $7,961 $54,990 $47,029
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CHARTER TOWNSHIP OF MADISON
Stone Cove Point Fund
Statement of Revenues, Expenditures, and Changes in Fund Balances

Budget and Actual
Year Ended December 31, 2004

Variance with

Budgeted Amounts Final Budget
Favorable
Original Final Actual (Unfavorable)
Revenues
Taxes:
Assessments $1,539 $1,539 $1,744 $205
Assessment interest 2,855 2,855 2,139 (716)
Interest 0 0 72 72
Total Revenues 4,394 4,394 3,955 (439)
Expenditures
Debt Service:
Principal 3,165 3,165 3,289 (124)
Interest 2,433 2,433 2,341 92
Total Expenditures 5,598 5,598 5,630 (32)
Excess (Deficiency) of
Revenues Over Expenditures (1,204) (1,204) (1,675) (471)
Fund Balance - Beginning of Year 11,050 11,050 12,838 1,788
Fund Balance - End of Year $9,846 $9,846 $11,163 $1,317
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CHARTER TOWNSHIP OF MADISON

Road Construction Fund

Statement of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual

Revenues
Property taxes
Income in lieu of taxes
Industrial facilities taxes
State shared revenue
Permits and fees
Interest

Total Revenues
Expenditures
Public works:
Maintenance and repairs
Capital outlay:
Highways and streets

Total Expenditures

Excess (Deficiency) of
Revenues Over Expenditures

Fund Balance - Beginning of Year

Fund Balance - End of Year

Year Ended December 31, 2004

Variance with

Budgeted Amounts Final Budget
Favorable
Original Final Actual (Unfavorable)
$195,000 $195,000 $173,739 ($21,261)
22,725 22,725 19,997 (2,728)
0 0 5,578 5,578
0 0 3,413 3,413
500 500 0 (500)
300 300 320 20
218,525 218,525 203,047 (15,478)
0 0 4,227 (4,227)
0 0 144,655 (144,655)
0 0 148,882 (148,882)
218,525 218,525 54,165 (164,360)
0 0 (2,896) (2,896)
$218,525 $218,525 $51,269 ($167,256)
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CHARTER TOWNSHIP OF MADISON
Agency Funds

Combining Statement of Changes in Assets and Liabilities
Year Ended December 31, 2004

CURRENT TAX COLLECTION FUND

Beginning Ending
Balance Additions Deductions Balance
Assets
Cash in bank $792,622 $3,635,712 $3,632,275 $796,059
Taxes receivable 2,102,007 3,575,852 3,702,488 1,975,371
Total Assets $2,894,629 $7,211,564 $7,334,763 $2,771,430
Liabilities
Due to taxing units $2,894,629 $3,575,852 $3,699,051 $2,771,430
Total Liabilities $2,894,629 $3,575,852 $3,699,051 $2,771,430

Assets
Cash in bank

Total Assets

Liabilities
Performance bond payable

Total Liabilities

Assets
Cash in bank
Taxes receivable

Total Assets
Liabilities
Performance bond payable

Due to taxing units

Total Liabilities

COUNTRY SIDE ESCROW BOND

$31,105 $412 $0 $31,517
$31,105 $412 $0 $31,517
$31,105 $412 $0 $31,517
$31,105 $412 $0 $31,517
TOTAL AGENCY FUNDS

$823,727 $3,636,124 $3,632,275 $827,576
2,102,007 3,575,852 3,702,488 1,975,371
$2,925,734 $7,211,976 $7,334,763 $2,802,947
$31,105 $412 $0 $31,517
2,894,629 3,575,852 3,699,051 2,771,430
$2,925,734 $3,576,264 $3,699,051 $2,802,947
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Board of Trustees

Charter Township of Madison
4008 S. Adrian Highway
Adrian, Michigan 49221

Report of Comments and Recommendations
Board Members:

Our audit of the financial statements of the Charter Township of Madison for the year ended December 31, 2004,
was made in accordance with auditing standards generally accepted in the United States of America. These standards
require, in addition to obtaining competent evidential matter through inspection, observation, inquiry and
confirmation, that we determine that existing internal controls, accounting procedures and accounting records are
adequate to allow us to express an opinion on the financial statements of the Township. During the course of our
audit, we noted certain practices and procedures which we believe could be changed to improve existing internal
controls, accounting procedures and records, and other matters.

We remind you that the following comments, and where appropriate, recommendations are somewhat limited because
they are not the result of a detailed systems analysis.

New Financial Statement Format (GASB 34)

As you are aware, Governmental Accounting Standards Board (GASB) Statement No. 34 was implemented
for the Township for the year ended December 31, 2004. GASB 34 has dramatically changed the look and
feel of the financial statements. While the financial statements retain an element of familiarity with the
continued reporting of fund based information, there are several additions and changes that provide
information never before presented in the Township’s annual financial report. A brief summary of the
changes are as follows:

> Management Discussion and Analysis (MD&A): The MD&A provides a high-level overview of
the Township’s financial position and results of operations, with a focus on the government-wide
financial statements.

> Government-Wide Financial Statements: These additional statements adjust the normal fund-based
statements into a combined, full-accrual format (similar to for-profit commercial enterprises). This
allows a financial statement reader to see the Township from a longer term, economic perspective
(i.e., are today’s taxpayers paying for today’s services?). These statements show capital assets as
part of the Township’s overall financial picture.

> Budget Comparison: A financial statement reader will now be able to view actual revenues and
expenditures as compared to the current budget, and also as compared to the original budget.




Board of Trustees
Charter Township of Madison
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Improper and Illegal Actions
Nothing came to our attention during the course of the audit to indicate any improper or illegal actions.

Interfund Receivable and Payable Balances
Balances as of December 31, 2004 were:

Interfund Interfund
Receivable Payable
General Fund:
Water and Sewer Fund $101,673
Construction Code Fund 6,383
Water/Sewer:
General Fund $101,673
DDA Fund 200,000
Construction Code:
General Fund 6,383
DDA Fund:
Water and Sewer Fund 200,000
$308.056 $308.056

Chart of Accounts
During the audit we noted many errors in the Township’s chart of accounts.

We recommend that the Township’s chart of accounts be reviewed and that any errors be corrected.

Ambulance Revenue

During our review of ambulance revenue, we noted that the revenue as reported by the fire department did not
reconcile to the revenue on the general ledger and that amounts collected for and payable to other units of
governments did not reconcile to the amounts actually paid to the other units of government.

We recommend the following:

> Reconcile the fire department’s ambulance accounts receivable balance to the general ledger
balance on a monthly basis.

> Reconcile the revenues collected and payable to other units of government to the general ledger
on a monthly basis.

> Put written ambulance revenues policies and procedures in place.

Downtown Development Authority Fund

As of December 31, 2004 the Downtown Development Authority Fund had a balance of $512,898. The
Township used a substantial amount of its excess cash for a refunding of'its outstanding DDA bonds in the 2003
fiscal year. The total amount of debt and length to maturity were greatly reduced. The total amount due to
Madison Public Schools has not been determined at this time.




Board of Trustees
Charter Township of Madison

3-

Water and Sewer Revenues

During our review of water and sewer revenues, we noted that the revenues on the billing department’s computer
printouts could not be reconciled to the general ledger. In addition, we noted that the water and billing process
internal controls continue to be very weak because the entire process was almost entirely controlled by one
person.

We recommend that the Township provide for stronger internal controls by instituting the following:

»  Provide for a greater segregation of duties by involving additional personnel in the billing and collection
process.

»  Require prior written approval before adjustments are made to customer billings.

»  Reconcile the billing department’s accounts receivable balance to the general ledger balance on a monthly
basis.

»  Provide a method of tracing new water and sewer taps into the billing register.
»  Put written water and sewer policies and procedures in place.
Sewer Department - Reserve for Sewer Replacement

The Township has reserved $851,900 of the Water and Sewer Department’s net assets for sewer replacement;
however, it has not set aside the cash to fund this reserve.

We recommend that the Township set aside the cash to fund this reserve or pass a resolution eliminating the
reserve.

Township Charge Accounts
The Township has several charge accounts with local merchants.

We recommend that a list of these be prepared and submitted to the Township Board for approval and that no
other charge accounts be opened without prior Board approval.

Transfers
We recommend that all transfers, including budgeted transfers, be approved in the minutes.

Accounting Policies and Procedures Manual

Because of the growing complexity of the Township’s finances and to assist in improving internal control, we
recommend the development of an accounting policies and procedures manual. This manual would define
procedures and documentation required for various financial transactions such as:

» Cash receipts

» Cash disbursements

» Ambulance service revenues
» Special assessments

» Bank account reconciliations
» Payroll

»  Water and sewer billings

In addition to strengthening internal controls, such a manual would provide for continuity as new staff is hired
and new board members are elected.
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New Accounting Software
The Township is continuing to make progress on the implementation of its new financial accounting and
reporting software. We recommend the old system still be maintained and reconciled monthly to the new system.

Once fully implemented, the Township Board should receive complete sets of financial statements, budget and
actual, each month.

Budgets
During the 2004 fiscal year the following funds had expenditures which exceeded appropriations.

Road
Construction Stone Cove
Fund Point Fund
Appropriations $ - $5,598
Expenditures 148.881 5,630
Total $148.881 $ 32

We recommend that the Township Board approve budget amendments before expenditures exceed the budget.

It has been a pleasure to serve you and we appreciate the cooperation we received during the audit. We are available
to meet with you at any time to answer any questions concerning this letter or the 2004 audit report.

Very truly yours,

&, Mg Lo
W # Ca f=—

January 24, 2005
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